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TO:

FROM :

DATE:

CC:

RE:

Attached is a proposed Final Order and Consent to Same regarding Trendwatch, Ronald
Henry Lerner and The Order requires
Respondents to cease and desist from their aettvity, imposes monetary restitution of $341,902.54
of which $15,000 shall be paid upon entry of the Order, and orders Respondents to pay a penalty
ofSl5,000.

The Order finds that Respondents acted as investment advisers or investrrlentt adviser
representatives within Arizona although not licensed or exempt from the Arizona Investment
Management Act. Respondents had published a financial newsletter and provided investment
advice to their customers. The Order also kinds that Respondents misrepresented their
professional qualiiicarions with the intent to cause their clients to purchase their newsletter.

Under the Order, Respondents agree to pay full restitution to all their clients Enos 1994
forward and make an initial payment of $l 5,000, to be deposited in an interest bearing account
through the Gfiice of Attorney General. Due to Respondents' present financial eonditiott, it was
not possible to structure a payment plan for the remaining amount, however the Division is
entitled to utilize all methods of collection in order to recoup the remaining restitution amount.

Respondentsconsent to the mms of the Order without admitting or denying the Findings

cf Fact or Conclusions ofLaw.
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Commissioner-Chairman Jim Irvin
Commissioner Renz D. Jennings
Commissioner Carl J. Kunasek

Michael G. Blllt0!I. sx./Y*7
Dinecwr of Securities

October 15, 1998

Trendwatch, Ronald Harry Lerner and Michael Diamond (S-03250A-98-0000)

Jack Rose, Executive Secretary

Michael Diamond (collectively "Respotldents").
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ARIZONA CORPORATION comnmssIou
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.RQNALD HARRY LERNER'
a l l .B. Prisnlue Road, #205
Tuwrm, AZ 85719,

s u b s u i i u r s  v n i t l 1 l l d v i c e o n t h e p v m m I \ a l s e o f s 4 | l e o i i p e c i i k | ¢ c 1 u r i l i e s , n a | u h n d y c p 6 o | n .  1 n E I ~ s n w A T c u

.TRENDWATCH, Inc.
811 B. Ptiauce Road, #205
Tucson, AZ 85719,

Commlsswn.

F`1lmdiu$d'FactundCol\clusionsofLawco1nailmledinthihOIdar;a1dcoment\ou\tryaftl8Omielrbythc

lheSecmiliesAct0fAliznna(the"Act")witl1l*esp¢ct¥othisOl=dettoCeaseal\dDIcsist("0mdel");lrlnnit

t h e  j u u l i Q d i d i o n o f l l l l : 1 \ l i z 0 u m a 1 C a r p d 1 r z l t i 4 m C o n m n l i s d n 1 r l ( " C 0 m ! 1 u l i 8 d 0 n " ) ; 1 n l e i 1 h c r a d 1 n l u i t r l n r ( h l y t h e

("DIAMONDF')eléatopelnunalmentlywuiveilleihighttoaheilimglndappal\mdelrAricles ll and l2 d`

MICHAEL DMMOND
811 B. Prue Rm, #205
Tucson, AZ 85719,

Inthelllaltterof

nmnwru

n s u z n . 1e1~u4n4cs
Cnlwuiniomu
CARLLKUNASEK
Culmumiuioner

4 Q

1RENOWATCH, RONALD HARRY LBRNER ("L18RNER") end MICHAEL nnwonn

l •

BEFORE THE ARIZONA CORPGRATION COMMISSION

'"¢':=$99339:

TRENDWATCH is a sole pivpwiewarship um for an aur al fee pxovidcs

R e s p o n d e n t s .

FINDINGS OF FACT
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Docket No. S-03250-A-98-0000

has onlyone office, located at 811 E. Prince Road,#205, Tucson, Arizona, 85719. TRBNDWATCH is

not licensed as an investment advisor.

LERNER whose last known address is at 811 E. Prince Road, #205, Tucson,

4 Arizona, 85719 is the Chief Technical Analyst and sole proprietor of TRENDWATCH. LERNER has

never been licensed as an investment advisor nor as an investment advisor representative under the

investment Management Act of Arizona.

DIAMOND whose last known address is at 811 E. Prince Road, #205, Tucson,

Arizona, 85719 is in charge ofsales for TRENDWATCH. DIAMOND has never been licensed as an I

I

investment advisor nor 'mvestznent advisor representative under the Investment Management As of

LERNER, DIAMOND and TRENDWATCHmay be collectively referred to as

From at least September 4, 1994 until the present, RESPONDENTS have

15 advertised TRENDWATCH as "Option Trading Specialists" MM several differer national and

intemaxiomal mediums including ma,gazin~es, newspagmersand flyers. A hull free 1-800 number is lie&ed

on their advenisélnents, which, when called, rings thorough to the Tlendwauch oliice located inTucson.

RESPONDENTS advertising and sales literature include "Wee&4LEy Fax Updates"

and "Special Fax UP=lal¢ Special Red Aler BulleHns."

The Weekly Fax Updates include sections detailing "MARKET OVERVIEW"

and "COMMQI)[TIES_" The weekly fax has a section cntided "HOT PROSPECTS" that Ii:§=ts the |

specific securities recommended by RESPGNDENTS, the price of the securities and the number rating

24 that RESPONDENTS have assigned those securities. Theme is a section captioned '1ioLD" listing

25 previously :ecornmended calls and there is a section captioned "INSTRUCTIONS" wllmerein

.2. Decision No.

anna.-ai¢uuruinrurm 1=vi'a-n n » lilln\llriilin» lll\ma*l1-r4PiI'ir* is »»...1.I"}

i

i

1



n

.e

'n

'°

10

13

12

22 lequwmed a retime, DIAHLMOND had the client speak with Steven Wallis ("Wellis"). Thus client spoke
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.ocalsiclxswd aletinledtoqaediicuna|urkdactivity. RndAle|t Bulletillstellthesubsaibaswhich

TRENDWATCH insmacts its clients, "we reconnmennd investing up to 20% of your option poltfdio ina

Sd18c¥ioI\0fih¢l'l0lpl9qJBcls. The:elnariming80%isforlwed-alertbdklills."

4

specific security tobuy or sell andwhy.

as much as $2,750.

$l,500, the actual price is negotiable. Some subscxibas pay as little as $150 and some subscribers pay

the form of personal phnoue calls froann both LERNER and DIAMOND dealing special simaiions

additinntothcenumeratedservicesliamedabove,ti1|escExecuwtiveclicntsteceiw:a|dditiounlatt a n i n

| 1 4 n n 8 h 4 , & | 8 M 9 5¢¢qgi¢y°f5m,,¢g¢¢m,,,¢8. 1ILltet'1rlalln°nely,tllleaeclienIsclllllso

call RESPONDENTS and receive adevioe on specific securities as to wlwther they should buy or sell.

¢=lai»»gin°pam=by f¢xl¢-inga1¢TR1;nDwATcHau~a<=¢i="muyquieg =\\=¢=i1=~4=1=... f°i1¢=wilmg our

advice you wilfnnake money."

xmiriple sines including Arizona, Missouri,New York, and Calitlomi:a.

with Willis who asked if the clieatzt wanted to make money and told the client he could a l l y make

ssoo0. w¢uas¢mp\m'm¢da\¢fa¢:mnh¢<>\>¢an» a¢umminmauweuuancs,wna¢nmmuil» gw1h¢

client fixrthgr sold the client on the idea of using TRENDWATCH. In fact, Wallis is a "phone

used by DMMOND in order to sound more impneaive and encourage sales.

» .....» »  n*nf

94
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10.

ll.
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13.
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Wgh-_rr'l w9a ..ww1WI:° » *f1t we ¢~ *!:!,*+¢'v!r"er?-'~§» \W'!'85'!'Ill!!

'Tl1e Special FaxUpdate R¢dAlatBulletinsaI8scnttosubscribasongspelciad

Ahhnnlgh the advertising materials list the price for a one year subscription as

Time subscribers who pay $2750 are called "Executive Service Cliaxts." .In

In his telephone calls with prospective clients DIAMOND has 1epreseaumnd than

DIJIXMOND has Iepmesented TRBNDWATCH ashaving mom technicians based in

On ax least one occasion when 'DIAMOND was =p¢=>5=i11s with a cliaum who

. J M- 4 . ' lin 'al -.¢¢1'rl.r.=.-t-i-'qrw~¢!4i~fs_=a&i.r~~ :-»:\l4~iw¢!».~Q-=-i.*»H'»i¢_\]f1E\..T814 M. n*-*I*-""'I1. , : , » 44.-14:#*'»'4Hi11s.':l -nqiv +5}¢ - ,.» ° n-  4q¢ M¢ .. 9 ~»a=r¢»l|§i*!.;-
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'in

uouraesofbudnesswhisahopexwamedorwnulslcpemateasaIiaudord~eceitim:luding,bxnmnNinnitedtothe

cinzlnnstlnms maduwhichtheywuelmade; RBSPONDENTSengaged'mixnnsaclinm;puactieesor

following:

TRBNDWATCH has refunder $5597.50 xo its clients.

mmlrialfactsWlnichvmenencssaryinordatnnnakethestzmemenxsnnaden¢nmisleading'mliduof\he

RESPONDENTS, directly or indirectly, made untrue statements of material iincm and mimed to.state

Article XV of the Arizona Constitution and the Investment Mamagfenhcnt Act of Arizona, A.R.S. § 44-

8SPOwD ,acuedasinveslmentadvisasorinweslmentadvisar¢plq¢lnamiveswithiuAli2uIB,

although not licensed Herr exempt pursuant.to the provisions of Article 4 of the Arizona Investment

charging ;h¢nn approximately $347,500 for the TRENDWATCH service.

3lol arm-

<&~%4">W» ='@4*m%@9 r1fJ@lr1%l%°.=-=*44~*

L_-1 LA

Ad.

used to determine which securities to buy or sell or when to buy or sell without

without listing all past recommcndamions during the time period whlelher profitable or

b) dice<rtly or indirectly representing that a graph, chart or fionnula can 'm and of itselfbe

a) xefening to past specie necormnemdations of TRENDWATCI-I which were proémble

not;

17.

15.

14.

16.

I . . .
r . -v4°l*n»{° \*Tl ML .»,,9\. -

The Commission has jurisdiction over matias relating to securities pmwsnant to

in

For the time period beginning Septanber 1, i994, through the panescm,

Since September l, 1994, RESPONDENTS have had approximately 115 clients,

g,l= $11. 4t*"'p'! """ r .J4f-"" l.H3

connection with the provision of. investment advisory services,

§fF~i,r"

CONCLUSIONS OF LAW

;.¢5» » ~~g¥» uI

r l.4_, _44g4~ 1!3.°l\L:IW»dL .I a
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nnislwpmentaxions within the meaning of A.R.S. §44-3241 and A.A.C. R 14-6-208 including but nm

investors.

DIAMMOND nnisuqalesuumedpmfessicuclalqualiiiuliionswithtlleilltclltthatthedientrelyuponthc

limited to the following:

Wxe eouductailegedhmein.

tr iS Funnies onnehso, 1=~u=~1w¢ so A.R.s §44-2032. :he 1;ssrom~IDs»rl~s icy-my ma

sewelidlysimlllnnakemowl¢Mryl¢stitll&0n°mtheamomiof$34l,902L50asset£un!\inthel€eowdsobl!illed

byn\¢s=¢u»iu=sni~»isiul=L S1s,o00,by¢¢¢si1i¢Wuek.slunnpaaupunenuyvfumo1aw. 'nm

5ln4l,¢0b¢4¢9°m°¢4_41l-qllgllg]*Qm¢¢°fAmnmeyGm¢,ml_il"°animn¢,¢.l,ins¢¢,m¢g,,¢,

bene6tofsuhscmihas,for t!1e subsequen&distzibutiontothesuhsaibe1saretle|nedon&ebocksard

THEREFORE, on the basis of the Fimiings of Pam and Conclusions of Law, the Coxnnnission

Ends Thai the following Order is appfopmiame, in the public interest and necessary for the- pmnmectian of

:cards of the Securities DiMoIL

re IS ORDERED, puzsnamu to A.R.S. §44-3292, RESPONDENTS shall Cease and rmesssm Ermnnl

RESPONDENTS shall pay iniexest on all wlqaaid amounts of resmituxionalccwting fiann the dale o f

!r4.r==!~w 'Pa-'\*l:"3!»-v¢4l1!Qgte~

puamindnly disclosing 'm such advcrtiaelnenlS the limitations and the diflicullies with

resqaecttotheiruse; and

c) omitting to tel l investors that RBSPONDENTS were not licensed m invesmmem

advisors or 'investment advisor repzaentativcs.

a misrepresenting the number of TRENDWATCH employees, the identity and

qualifications of1RENDWATCHpelrsoulueI; and

b. mis presenting Wallis to be a person other than an dim used by DIAMOND and

that Welles has a doctorate degree 'm mathsmaiies.

I

l.¢~=

»

'|F~tlrp4|9x'u- 13944 "4t4f¢»'*-H .we W l1%% "4§i% f: -?IIi*I'i= rt?

In connection with the provision of investment advisory services, R¢sp0mldem

# MM .=Wh'1w4r5':rl*'4l*'F8*'*'l'=5'!i!'!'!"e29" #44:*

Iv.
ORDER
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entry of the Orelee, at the statutory :axe of ten percent per annum pursuant to A.A.C. R14-4-308, until the

anucums are paid in full.

account with a federally insured iimnncial institution. The Arizona Attorney Gencxwgl shall dislmulnslc the

available iimdsonapm1aub~asistoinvcsl¢o1sasrd\ec4edinthcn:cowdsof the Divisiom.

disblltscllmenvichéckisslledbythcAliz0naAmomeyGél\l:lwal¢ilh1elrisnotddivearsbkorhainotclelqredtllc

trust aocoumwithin 120 days of the dale of issuance, the iimds related to such check shall be xedismriblned

unhelnnwwninvamms. IfallinvestuIsarcpaidiniizllinchdingiutelesz,anyretmnedtinndssballrevutto

the Sine of Axiztmapayable mtheT:easuter.

U  Q 9
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RestiuniontiwndssimallbepaidtotheArizonaAttomcyGaxcrai andshallbedepositoclinau-ust
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ORIGINAL AND TEN COPIES the foregoing
tiled this __ day of September, 19985 with:

Dodtet CQ'ntrol
Arizona Comrpumion Commission
1200 west Waslniuggmnn Sweet

Phoenix, AZ 85007

Copy of the foregoing mailed
this ____ day ofSepmcmber, 1998, to:

Tremdwauzh
Ronald Harry Lamer
Michael Diamond
SH E. PrinceRoald,#205
Tucson, AZ 85719
Respondents
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manner addressed by the Older and this COIISEIW. TRENDWATCH Eunher undearstaxmds that if another

slgency or oflioer of this or another stale or 'h¢ fedcrd govemmenl or army foreign jurisdiction requests

investigative or other infonnalion from the Commission relating to this matter, the Commission shall

coupwatle fhily with such requests.

RONALD HARRY LERNER represents tdmat he is the sole proprietor of TRENDWATCH and

tbs rt, as 511<=l1. he is authorized to sign this Consent for and on behalf of TRENDWATCH.

TRENDWATCH

BY: RONALD/8 Y1rEm'""'8T"
Sole Proprietor, TRENDWATCH

SUBSCRIBED AND SWORN To before me mis 8" day of Qp u f f ;

neqmnngug, TRENDWATCH, acknowledges that it has been lilly advised of its right to a

hearing to pre5gm evidence and call witnesses. TRENDWATCH waives all hearing procedures ad right

to appeal providedbythc Secrmities ActofA1izona (the "Act") with respeucttothe accompanying Order to

Cease and Desist and Consent m Same (the "Order").

TREJDWATCI-I admits the jurisdiction of the Arizona Corporation Commission ("Commission")

urirhzespectromatmerssafanh in the Onderandthis Conscntto Entry ofOnder("Consent").

TRENDWATCH neitluir admits nor denies the Findings of Fact and Conclusions of Law

e0inainedintheOuhmrandennsa1msuoennyufih¢0m~de1r.

TRENDWATCH undemsl:an|dstba!thisComentdoesnom|,neclud¢:theAxizonaCorpona|tion

Commission oraunyotheiragenc5roro$¢:elrofthe State ofAlizonaor its subdivisions other

adnninishne|tive,c:ivilorc:iminal puuoeeedingsagainstit, noworinthciiim1re,thainns9berelamedtod1e

My Commission Expires:

8/12~/94

CONSENT TO ENTRY OF ORDER BY THE CORPORATION COMMISSION
AND WAWER OF HEARING

r
,. -....- _~» ~-4

ofncw. SEAL
.res uvounu

not m a n  n u m

.9-

»\¢x

Al »
NOTAR

Decision No.
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umm No. S-03250-A-98-0008

CONSENT TO ENTRY OF ORDER BY 'I13 CORPORATION COMMISSION
1 A n n w . u v n n o r @ A n n ~ l c

z Mnpcndeum,RONALDHARRYI-ERNBR,8dm0'wldg¢§thIlthehnsbeumhlllyadvisedoflds

3 |igh:m|h,¢|gins¢9p|¢s¢m¢v,°¢m¢¢,m¢¢||mm R 0 m ` 1 p 4 R R y m h m ha,iug

4 pmce&Ines lnd l i@§8o lppea lp ln~ idedby&eSe¢lu idsAdo fA l izona(&"A¢t" jw i&m4ec t to the

aeeo1ngaamyingWda-ao~CeaseandD~esistandConlswl¢xoSame(1l»"Omda").

6 RONMLD PULRRYLERNERa¢unimthe ju:isdiaicnof&cA:izonaComouidon Comnmnnisdun

1 ("C°U0I1Uii°IW")ViFl° t e d M Q W M $ 8 l iW W§O!*dH l l ld i8C04IS8lNtWE1I|MlyOfOM8r

s c° c° ns=n» ¢"1

9 RONALDHARRYL NER1nd&erl&unliBnnrda:|i5tl'|cFln|dingofFactandCondusicnsof

10 LauIvcon1hIli:u1edlm8»Ol&&randcomen8toulUyofWeOi1dar.

RONALD HARRYI..ERNER\md=lwu»&thlt8:isConseunidoesnntpmecludeMeAlizulu

12 .CuupuwlllionCu1nmuniswsiunoraugtu4hara1geueyoroEcerofHleSunofA:izonaoriusubiivisiomsiromm

13 ilmiEIWngod\aradminM£ve,dvilac:inui1ulipw° ¢¢4iH8Imios¢llim.moworindeMume,&atnnaybe

14 Namedm mm¢1'ad&wudbyd\eOduand&isCunsmt.RONALDH!\RRYL £u8\u

15 .uunduslamds&IIifdno¢ur4gewlnu:yoreMee'ot&korano&erstateor&e&d~udgolv\e11nuslnle1ntmln§r

16 &1dm.imisdielion|eqn i1nrv m'veorothninMuum||&an&um&eCuuunnni9o|nMz|ixn|guodis

11 =r,tn¢colunmisdclnsinN eoupuameaUlywidnsuehnequeszs.

susscn1asD=\nosvvonnrob¢1tbmm¢¢1as 8 ' day of d c 1 w 6 € , 1998.

A/..
NOTARY

s

-I

.10- Decision No.

l `E'¢'l :'»:l3: !»'n1-

. |~a» 91 'Ti5n

5

» q1l¥=lwq~il-*°  I -'r.ri » *wf=mr*rm1'r*r TlllwwiFnpilw*m i'\"iifr '11.*". *'r11 .*'4*if"\*41"*f\'4 +i*tr'~1i'~'° ~nnr ¥'f4¥r'i142» %» nn4~=~f n r .. r -. . F" .» ('a., Ye . . |. . »l4éJ

*ve



§l114pnw 1441Wv=I. -T11 r'**i'l'l'H"r <14 rH%m~Wn11m in# ww»==»4»fm fw144w|i»vm\w1411v'-»4~~--»--+-- -»===m~ .1...1

26

25

24

23

22

21

20

19

18

17

16

15

11

14

12

13

10

.,

6

7

4

s

3

5

2

I

MY Commission Exgiles:

86 #41

eontailnedintlseOlderandcensen¥stoemyoftheOldc1r.

MICHAuIELDIAMOND\llmlel1swl1ldsthatthisConsautdoesnotpuecludethcA1izu~naColpontinln

CouuumissiionoranyotheragencyorofEoe\ofthcStateofA:izunzoriisssubdividolnsIiriminitiawtirnmtiaeni

admilnisutzltive,c=ivilorailnuwlnalpmueeedinIgsagnhnsthisunl,nnwworinthe&llz:nre,i\ntmagrbemi1\uedtotl1c

n§atie¢a|dti|ussedbyth1eOl1durlndtliis Comment.MICHAELDIAMONDliJ||nhet\mde:1s&mdsthatif

aamotheragamryoro5cerof\hisorll=nn~tharstateor the&denal'go» v=lnmeatoranyiiwdgmjluiadiction

nequnsrsinvesligaiiveCrotherinfomnamioninnnah¢CoIunau|:|iss=ian u=lam'ngmdxismauer,d1eCounmuuissi0n

n4° n~a=» n,nncxmsuonxmown,amnuv/zeages:ha¢h¢h» b¢mml1yaa~¢is¢a° fu1mg1nw

ahearilrxgtnplaentevidenaandcallwimess6.MICI'IA'lELDIJ4\MONDwaivesdlb axi||gpulocedun;

ard lighBtoappulprovidedbytheSecmi&aActofAxizom|a(&1c"4'Wt")wilhmwpedtothe

a¢¢ouWlny;ngg,¢9r¢° C¢,,¢m¢D&5¢,n4C° ,,,a,¢¢° $,,m(! l,¢"g,4¢,» ~)_

MIC]-I1'\EI. DMMOND adwuits the jmisdidam of the Arizona Corponndon Colmnission

(""° 1|uuiQon")y1i\hxespeammazmeassetMrdninMcérdaandMiscomnseamw EnmyofOMar

("ConsenmF').

MICHAEI.DIMMONDlndthlu'lu&mliuaordumiu¢d» FindhnpofFactandCciud1MunsofLalvv

suascnmnn AND SWORNTObefore me

CONSENT TO ENTRY OF ORDER BY THE CORPORATION CGMMISSION
AND WAIVER OF I-IEMRING

..- . ;,»I-xii

.11..

44.4D

day of 0g° MK

Decision No.

Docket No. S~03250»A 98-0000

.».

*

1998.

I
» 4.:»='n~~*¢"=~1~=*¢¢'F=»;a~

' 18

. | 3:8

o> \
a

x
4

1*

s
4

4
:
s
\I
I

I
g
z

E
I
I

I
J


